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2 KEY ECONOMIC INDICATORS: MALAWI 
- 
All values in millions of U. S. Exchange rate used in this table is that 
dollars unless otherwise stated. in effect prior to August 1971 (MK1.00= 
$1.20); rate in effect May 31, 1972 is 
MK1.00=$1.31. 





Average 
Annual Rate 
196 1970 ° 1971 Change of Growth 


1969-1971 


INCOME, PRODUCTION, EMPLOYMENT" 
GDP at Current Prices (1971) 
GDP at Constant (1964) Prices 
Per Capita GDP, Current Prices (1971) 
(U.S. dollars per year) 
Value of New Industrial Licenses 
Index of Manufacturing Output (1970=100) 
Agricultural Production 
Tobacco (millions of lbs.) 
Tea (millions of lbs.) 
Peanuts (thousands of tons) 
Cotton (thousands of tons) 
Average Annual Wage (U.S. dollars per 





worker ) 88 3 1 3 
Employment in Wage Sector (thousands 
of workers ) 146 1 1 
MONEY AND PRICES 
Money Supply (1971) 34.0 39.1 46. 1 
Public External Debt Outstanding 125.1 132 139. 
Debt Service as Per Cent of Domestic 
Exports n/a 1 1 - = oa 
Interest Rates (Commercial Bank - 
Prime Lending) as-is sei 
Price Index (1964=100) 120. 130. 139. 
BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves 16.0 26.0 27-2 ° 
Balance of Payments —- (Changes in 
Foreign Reserves) -1. +8.2 41.2 —-- -- 
Balance of Trade (1971) —21.0  —00. —23.0 +136 —a% 
Exports - (FOB) (1971) 200 9.1 0. 19% 6% 
U. Se Share 226 l. 26 100% 0 
Imports - (FOB) (1971) 2555.6 93. — 
U. S. Share Re Ad Ae —> .tC«e 


Main Imports from U. S. (1971): Agricultural Tractors and Spare Parts ($1,200,000); 
Medicines and Pharmaceuticals ($512,000); Structural and Plate Steel ($250,000); 
Rubber Footwear ($165,000) 

Sources: 1972 ECONOMIC REPORT (Economic Planning Division, Malawi Government); MONTHLY 

STATISTICAL BULLETIN (National Statistical Office, Malawi Government); ECONOMIC AND 

FINANCIAL REVIEW (Reserve Bank of Malawi) 


INOTE: At the time the Malawi Government's annual ECONOMIC REPORT is prepared (February) 
many of the statistics for the preceding year (here 1971) are still provisional and 
subject to revision in the course of the year. For this reason, figures given in this 


Trends Report for 1970 do not always correspond to those contained in last year's Trends 
Report. 


SUMMARY 


The Malawi economy rebounded forcefully from its weak performance 
in 1970 and posted an impressive 8.7% real growth rate in 1971. 
Good rains and continued firm prices for the chief export crops 
enabled the dominant agricultural sector to make a particularly 
strong showing. Domestic exports made up almost entirely of agri- 
cultural products jumped by 22% over 1970. The performance of 
small holder agriculture was especially encouraging and there 
appears to be a definite trend toward increased production of 
cash crops with less reliance on subsistence crops. In spite of 
good economic growth rates since 1964, Malawi's per capita income 
is still a relatively low $84. 


For 1972, the economic outlook is generally favorable although 

the unusually high growth rate of 1971 is not expected to be 
repeated. Growing conditions have varied from good to fair and 
increases are expected in the two major export crops — tobacco and 
tea. However, tobacco prices are slightly lower than last year 
and production of some minor crops is expected to be down. The 
Government's development program which is largely financed by 
foreign development loans is estimated at 337 million in 1972 and 
should continue to act as a major spur to growth. 


With a modest tapering off of large transport projects, agricul- 
ture and agricultural processing industries offer the best chance 
of expanding the presently small U. S. share of the Malawi import 
market. Also a restructuring of the wholesale-retail trade sector 
has created some opportunities for consumer products. In the in- 
vestment field, the Mulanje bauxite deposit is considered to have 
Significant potential for U. S. mining firms although further data 
is still needed on its feasibility. 








CURRENT ECONOMIC SITUATION AND TRENDS 


The Malawi economy made an extremely strong showing in 1971 achieving a 
17% rate of growth at current prices and an 8.7% growth rate in constant 
(1964) prices. Total GDP climbed to 9382.8 million* (MK319.2 million) 

at current prices while at constant prices (1964) it reached $271.0 mil- 
lion. With 1971's excellent economic performance, the average annual 
real growth rate from 1964 to 1971 stands at 5.9% -a highly respectable 
performance considering the country's predominantly agricultural economy, 
high population density, and lack of natural resources. In spite of the 
good rate of economic growth, per capita income remains relatively low at 
984 in current prices. As a result of a Government population growth 
study carried out in 1970, the rate of population growth has been scaled 
downward from 3% to 2.5% so that real per capita growth has averaged 
3.4% from 1964-1971. 


Based on estimates of a satisfactory harvest and continued inflow of 
development capital, 1972 is expected to be a good year for the Malawi 
economy but below the buoyant performance of 1971. Real growth in GDP 
is expected to fall in the 4 - 6% range which will be in line with the 
average achieved since 1964. 


AGRICULTURE IS KEY TO ECONOMIC GROWTH 


With no hitherto exploitable natural resources and only a very small 
industrial sector, Malawi is heavily dependent on agriculture. Over 

90% of the population is engaged in agriculture and agricultural products 
represented 93% of its domestic exports in 1971. ‘Thus Malawi's recent 
economic progress has been chiefly attributable to the growth in agricul- 
tural production. 1971 was a particularly good agricultural year and 

the value of agricultural output increased by 12.5%. Tobacco spearheaded 
the advance with production increasing from 48.9 million pounds in 1970 
to a record 57.9 million pounds in 1971. Also the crop brought slightly 
higher prices so the value of tobacco exports (the largest single export) 
grew from $19.8 million to $26.1 million. Tea, the second largest ex- 
port, was virtually the only crop not to show a substantial increase due 
to a late year dry spell. Of the other crops, peanuts, cotton and rice 
all showed increases in production and the value of agricultural produc- 
tion purchased by the Agricultural Development and Marketing Corporation 
(ADMARC) increased by 48%. Corn, the chief subsistence crop, recovered 
well from a poor year in 1970 and marketed production jumped from 9.1 
million tons to 37.3 million tons in 1971. Although the good weather 





*The exchange rate used in this report is that prevailing prior to 
August 15, 1971 (MK1.00 = US¥1.20). 





and firm world prices for the chief crops were major factors in the good 
agricultural showing, there is strong evidence that the substantial in- 
vestment which the Government has made in agriculture is producing 
favorable results. Particularly encouraging has been the performance 

of smallholder agriculture. The value of agricultural exports from 
smallholders climbed from $21.3 million in 1970 to $28.2 million in 
1971 surpassing the contribution of estate agriculture to exports. 
Fertilizer sales to small farmers increased from 17,140 tons in 1970 

to 22,846 tons in 1971 and at last report were running at an annual rate 
of 30,000 tons in the 1972 growing season. 


For 1972, growing conditions were generally good although some areas 
suffered from insufficient rain. Tobacco production is projected to 
reach a record 64 — 67 million pounds in 1972. However, tobacco auction 
prices are thus far somewhat below 1971 levels so that the growth in 
tobacco exports is expected to be in the $2 — 93 million range. Tea 
exports for the first four months of 1972 are 4% above the same period 
last year and should end up the year even higher. Estimates on the other 
crops are mixed with groundnuts expected to do well but cotton having a 
difficult year, mainly because of lack of rain early in the season. 


In 1971 Malawi was awarded a 15,000 ton United States sugar quota to 
begin in 1973- When it goes into effect, the sugar quota is estimated 
to increase Malawi's exports by about $2 million a year. Malawi sugar 
production is now being increased from 39,000 tons in 1971 to 60,000 
tons to meet the quota. 


INDUSTRIAL GROWTH LEVELS OFF 


The sharp increase in agricultural incomes in 1971 contributed to in- 
creases in the output of the manufacturing and distribution sectors of 
8.8% and 10.5% respectively. The rate of growth in mamfacturing, how- 
ever, was down from the 20% figure posted in 1970. Taken together with 
the absolute decline in the output of building and construction of 5.8%, 
this indicates that the rapid expansion of industry since 1966, particu- 
larly of import-substitution industries, has leveled off. The bulk of 
private investment in the country is presently occurring through expan- 
sion of existing enterprises financed by retained earnings rather than 
as new capital investments from abroad. This is reflected in the drop 
in the value of new industrial licenses granted in 1971 to $3.0 million 
compared with $4.5 million in 1970. Future expansion in the industrial 
sector is expected to be closely related to the growth of the dominant 
agricultural sector. In the short run, growth is expected to be greater 
in the agricultural processing industries than in import substitution 
industries. 


The major development in the commercial field in 1971 was the contiming 
expansion of the commercial activities of the Malawi Government. Working 
through various parastatal agencies such as the Malawi Development 








Corporation, the Government has acquired either majority or minority interest 
in a wide range of enterprises and has become a major factor in both industry 
and commerce. In July 1971, the government—controlled Import-Export Company 
went into operation and rapidly secured a large share of the rural wholesale- 
retail market. The company is now importing a wide variety of consumer goods 
and is expanding into other fields. At the same time, Press (Holdings), the 
commercial arm of the Malawi Congress Party, has also rapidly expanded its 
activities in both the commercial and agricultural fields. 


In tourism, a vigorous tourist promotion program has not produced the hoped 
for results. The total number of visitors was down slightly in 1971 to 19,200 
and the first quarter of 1972 was running about the same as the previous year. 
Most observers attribute this to the Government's strict code on women's dress 
(recently rélaxed) and to guerrilla activity in Mozambique along the main road 
linking Malawi to Rhodesia and South Africa. 


DEVELOPMENT EXPENDITURES CONTINUE AT HIGH LEVEL 


One of the major spurs to Malawi's economic growth since independence has been 
a relatively high level of development expenditures financed by foreign de- 
velopment loans. The development program for FY 1972/73 calls for expendi- 
ture of 937.5 million — a slight drop from the $39.6 million allocated for 
the previous year. With the completion of several large transport projects, 
agriculture has become the largest sector in the development budget with 
$9.1 million followed by transport (38.5 million), electrical power projects 
($3.8 million) and the new capital (93.7 million). Much of the development 
budget is committed to projects already underway including the Lilongwe Land 
Development Project, the Lower Shire Cotton Project, and the Tedzani Hydro— 
electric Plant. The major new project approved in 1971 was an agricultural 
development project in Karonga to be financed by a $6.6 million World Bank 
loan. 


Malawi has continued to be successful in securing development loans from a 
variety of foreign countries and international institutions. In 1972/73, 

all but 37.2 million of the development budget will come from foreign lenders 
mostly on soft terms. The principal sources of development funds in FY 
1972/73 are projected to be Britain ($8.4 million) and the World Bank 

($6.0 million) with smaller amounts coming from South Africa, the Federal 
Republic of Germany, Denmark, the U. S. and Canada. The high proportion of 
Malawi development budget from foreign sources makes it vulnerable to fluc- 
tuations in the aid policies of donor countries but there is thus far no 
evidence of significant decline in total foreign assistance to Malawi. 


The exceptionally buoyant economy in 1971 resulted in regular government 

revenue being $3.2 million above estimates. With tight controls on expenditures, 
the Government was therefore able to eliminate a small deficit carried over 

from previous years and draw only about one-third of a scheduled British 





budget subsidy of $3.1 million. It is now expected that FY 1972/73 will 
be the last year in which a budget subsidy will be required. 


One major problem for the Government has been a relatively high level of 
inflation which is creating pressures on both the development and regu- 
lar budgets. Prices are estimated to have increased by approximately 
8% in 1971 reflecting worldwide inflationary pressures, import prices, 
and a 30% expansion in domestic credit generated by the buoyant economy. 
The Government has endeavored to curb the inflationary pressures through 
wage and price controls but with only limited success thus far. 


EXTERNAL TRADE TRENDS 


Total Malawi exports increased by 19% over 1970 to 370.3 million while 
domestic exports were up 22%. Imports increased by only 9% to $83.3 mil- 
lion so that the Malawi trade deficit declined to $23 million. As in 

past years, this trade deficit largely reflects the capital imports for 
the country's development projects and is financed on capital account 

by inflows of development loans. Foreign exchange reserves increased by 
$1.2 million during 1971 and at the end of the year stood at $27.2 million. 
This represents 3.6 months of imports and is generally considered adequate 
import cover. In the first quarter of 1972, total exports were up 4% 
over 1971. However, total imports increased 48% over the same period in 
1971 giving rise to concern that the trade deficit will be widened in 


1972. 


Britain remained Malawi's largest trading partner in 1971 taking 43% of 

its exports and supplying 28% of its imports. The percentage of imports 
from both South Africa and Rhodesia declined in 1971 to 11% and 15% respec- 
tively and there was a general trend toward a greater diversity both of 
export markets and sources of imports. With Britain's impending entry 

into the European Community, the Malawi Government has opened discus— 

Sions with the EEC on possible trade relationships between Malawi and 

the expanded EEC. The U. S. share of Malawi's imports dropped slightly 
from 5% to Ah. 


In the international currency realignment agreed upon in December 1971, 
the gold value of the Malawi Kwacha remained unchanged and was pegged to 
the pound sterling in movements against other currencies. This meant 
that the U. S. dollar was devalued by 8.5% in terms of the Kwacha and 
the exchange rate shifted from MK1.00 = US#1.20 to approximately 

MK1.00 = USZ1. 30 (as with other currencies, the exact exchange rate 
fluduates within 24% of par value). In order to avoid distorting the 
comparisons with previous years, the dollar figures given in this re- 
port have been converted at the old MK1.00 = US%1.20 exchange rate. 


IMPLICATIONS FOR THE UNITED STATES 


The United States has traditionally held only a very small share of Malawi's 








import market. However, the steady if unspectacular growth of the 
country's economy offers opportunities to U. S. firms who are willing 
to enter what is now a relatively small market and grow with it. Im- 
ports from the U. S. totaled $4.3 million in 1971 compared with $4.4 
million in 1970. With the overall growth of imports, the U. S. market 
share declined marginally from 5% to 4% This is believed to stem 

from the drop off in general construction activity which has adversely 
affected demand for heavy construction equipment — a major U. S. import. 


The small U. S. share of the Malawi market is generally attributed to 

the traditional trade ties to Britain, preferential tariffs for UK 

goods, and the lower transport costs from South Africa and Rhodesia. 
However, the inroads of the Japanese into the Malawi market have demon- 
strated these are not insurmountable obstacles. The devaluation of the 
dollar puts the U. S. in a somewhat stronger position particularly 
vis-a-vis Britain and provides the U. S. with at least the potential 

to improve its market position. On the other hand, competition from 
South Africa which devalued by 12% can be expected to become more intense. 


The opportunities for U. S. business can be divided into two broad cate- 
gories — capital goods and consumer goods. Capital goods for use in 

the country's development projects have traditionally been the largest 
category of U. S. imports. These have included tractors and spare 
parts, heavy construction equipment, and structural steel. The demand 
for heavy construction equipment has slackened with the completion of 
several large road projects and a decline in construction activity. On 
the other hand, agriculture is now both the area of greatest development 
stress and the fastest growing sector. Therefore there should be a 
steady, although gradual, expansion of the demand for agricultural 
machines and tools, fertilizers, and pesticides. Also agricultural pro- 
cessing industries will be gradually expanding —- particularly in tobacco, 
sugar, and peanuts-—and will be requiring modest amounts of new and re- 
placement machinery. 


In the past, the U. S. has sold little in the way of consumer goods to 
Malawi with the bulk of these being provided by Britain and South Africa. 
However, with the emergence of various semi-governmental trading firms 
such as Import-Export Company, a restructuring of the wholesale-retail 
sector has taken place which has created certain opportunities for U. S. 
products. The new companies lack the long-established trade ties to 
the U. K. of the older companies and are actively seeking to expand 
their sources of supply. These firms therefore represent potential 
channels through which U. S. firms can enter the Malawi market. The 
products which the parastatal trading companies appear most interested 
in are processed foods (particularly milk products), pharmaceuticals, 
household electrical appliances, refrigeration equipment, and second- 
hand clothing. 





In the investment field, the Mulanje bauxite deposit is believed to 

offer considerable potential for participation by U. S. aluminum 
companies. Lonrho, which holds the rights to the deposit, has completed 
testing to determine the size and composition of the deposit and its 
report is expected sometime in the third quarter of 1972. Reliable esti- 
mates at this point place the size of the deposit at 65 -— 90 million 
tons. A specific determination on the feasibility of the project will 
also require further data on electrical costs and rail rates. 








Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it’s possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 


You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 


investment. 
A helping hand for U.S. exporters. 


Take advantage of all the services available to you 
from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling s y in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts.. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 


Consulates. 
Showing your wares. 


Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca's exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it’s time you broadened 
your overseas markets. If you're not in exporting, it’s time 
you got started. 

There's no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 


Fa ale Director | 
U.S. Department 
wae a ae Washington, D.C. 20230 
74a Introductory Quide w Exporting. 
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